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Rull No ;

¥ t ol No. of Printed Pages - 15

Total No. of Questions - 6 Maximum Marks - 70
GENERAL INSTRUCTIONS TO CANDIDATES

I The question pape compnses two parts, Part | and Part 11

3

<. Pant | comprises Multiple Choice Questions (MCQs).

1. Pant Il comprises questions which require descriptive type answers.

X )

Ensure that you receive the Question paper relating to both the parts. If you have not
received both, bring it to the notice of the invigilator. '

Answers 1o Questions in Part | are 10 be marked on the OMR answer sheet only.
Answers to questions in Part I are to be written on the descriptive type answer book.
-"sr::u-t:r-..n:r MCQs, if written in the descriptive type answer book, will not be
evaluated

OMR answer sheet will be in English only for all candidates, including for Hindi
medium candidates

The bar coded sticker provided in the attendance register, is (o be affixed only on the
descriptive type answer book. No bar code sticker is to be affixed on the OMR
answer sheet

You will be allowed 1o leave the examination hall only after the conclusion of the
exam. I you have completed the paper before time, remain in vour seat till the
conclusion of the exam f

Duration of the examination is 3 hours. You will be required to submit (a) Part T of
the question paper containing MCQs, (b) OMR answer sheet thereon and (¢) the
answer book in respect of descriptive type answer book to the invigilator before
leaving the exam hall, after the conclusion of the exam

The mvigilator will give you acknowledgement on Page 2 of the admit card, upon
receipt of the above-mentioned items.

Candidate found copying or receiving or giving any help or defying instructions of
the invigilators will be expelled from the examination and will also be lisble for
further pumtive action

PART -11 70 marks
Question paper comprises 6 questions. Answer Question No. 1 which is compulsory
and any 4 out of the remaining 5 questions.

Working notes should form part of the answer,

Answers 1o the questions are to be given only in English except in the case of
candidates who have opted for Hindi Medium, If a candidate has not opted for Hindi
Medium, hisher answers in Hindi will not be evaluated.

All questions relate to Assessment Year 2019-20, unless stated otherwise in the question.
GMS2 P.T.0,
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PART - 11

Anamika Builders and Constructions Ltd., a company resident in India is

engaged in the business of construction and real estate. Net profit as per

profit and loss account is ¥ 54,80.000 (prepared in accordance with ICDS)
after debiting/crediting the following items :

i) Depreciation debited to books, T 8,47.000.

(ii) Gross revenue includes T 5,00,000 in respect of a service contract for
maintenance of the office building for Nitup Ltd. for the period from
1" March, 2019 to 30% April, 2019. The expenses incurred on the
project till 31-3-2019 amounts to ¥ 1,27,000 which is included in other
expenses.

(iii) The amount of employee benefits include a sum of T 441,000 in
respect of bonus payable to employees. In the previous year 2018-19,
the company and its employee's union had a dispute over payment of
bonus. In order to avoid late payment of bonus, the company formed a
trust and transferred the amount of bonus payable to employees to the
said trust. The dispute was settled in the month of November, 2019
and the trust paid the amount of bonus to the employees on 30%
December, 2019.

(iv) Capital gains on sale of shares in Yara Ltd. T 3,77,500.

(v) In respect of one of its on-going projects, the assessee had made some
structural changes contrary to what was earlier approved by the
municipal authorities. Assessee hence paid a sum of T 98,000 as
regularization fee in respect of such changes made in the construction
plan.

(vi) Other expenses include ¥ 1,45,000 as expenditure incurred on CSR.
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(vil) During the previous year 201819, the assessee-company decided to
expand its business and open a retail petrol out let. Accordingly, a sum
of T 175,000 was deposited with the concerned authority. However,
the assessee could not start this operation and the deposit with the
authority was forfeited, Amount paid for advertisement in political

parties’ brochure ¥ 48,000,

(viil) During the previous year, 2018-19 the assessee entered into an
agreement with Bat Ltd. As per the agreement, Bat Lid, has agreed to
not to engage in the business of real estate trading. The assessee paid
¥ 11 lakhs without deduction of tax at source on 1-6-2018 as non-

compele fee
Additional Information :

(i)~ Depreciation as per Income-tax Act, T 5,14,000. This includes an
; amount of ¥ 78,000 in respect of fire fighting equipments
instalied in various business premisesfoffices of the assessee.
During the year, as there were no incidence of fire, these

equipments were not used.

(i1 On 26" October, out of 5 unsold office spaces in a mall, the
ausessee converted one such space into its own office. The fair
market value of that space as on that date was T 15,00,000. The

cost incurred originally to construct such space was T 10,00,000.
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In respect of ongoing construction contracts, there was a claim
for escalation of prices, to the ne of T 8,50,000. The company
had filed a lawsuit in the year 2017, In the previous year 2018-
19, the court gave its judgement in favour of the company. The
company has received ¥ 2,00,000 till 31-03-2019. Gross receipl
in the profit and loss account includes 2,00,000 in respect of

such claims,

The assessee held 250 shares in Yara Ltd. On 1-4-2017, Y Litd.
allotted bonus shares in the ratio of | : |. The company sold all
the shares in Yara Ltd. on 24" September 2018 for T 2,050 per
share. The company had acquired the original shares for ¥ 540 on
23-06-2015. The fair market value of the shares as at 31" January

2018 was T 1,980 per share.

You are required to compute the total income chargeable to tax in the

hands of Anamika Builders and Constructions Ltd., for the Assessment

Year 2019-20 giving a brief explanation to each item of additions or

deletions. Ignore provisions of MAT.

Ram Manufactures LLP., engaged in manufacturing activity which is

liable for GST @ 18%. The firm consists of 4 equal partners who

contributed ¥ 15 lakhs each as capital. The partnership deed authorises

nterest on capital @ 9% per annum besides working partner salary of

¥ 25,000 per month to each parter, as all of them are working

partners.
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A survey under section 133A was conducted in the premises of the
firm on 23-01-2019 and during the course of survey (a) bills and
vouchers (each below ¥ 10,000) aggregating to T 2,50,000 were found
in the premises which were not recorded in the books of account; and

(b) unaccounted stock of ¥ 10,50,000 was found in the premises on

23-01-2019.

Note : No effect was given in the books of account of the firm for the

above said items even after the conclusion of survey.
The following issues are presented to you :

(1) Depreciation debited in the profit and loss account includes
T 3,00,000 representing depreciation on non-compete fee of
T 30,00,000 being the amount paid to a retired partner on

30-4-2016.

(ii) The firm allowed ¥ 4.00.000 as discount on goods sold to A &

Co, a proprietary concern owned by one of the partners.

(iii) Depreciation debited to profit and loss account does not include

depreciation on the following :

(a) Plant & Machinery (new) acquired in November, 2018 and
used during the year cost. ¥ 23,60,000 (including GST @
18%).

(b) Construction of one factory building was completed on 31%
December, 2018 and it was put to use w.e.f. 01-01-2019.
The cost of construction admitted in the books was

< 40,90,000.

GMS2 P.T.O.
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The firm availed loan from a bank for construction of the above
suld fuctory building on 20" October, 2017, Interest payable
detinily ure as under
Period L4
From 20-10-2017 to 31-03-2018 2,000,000

From 01-:04-2018 10 31-12-2018 7.00,000)

From 01-01-2019 to 31-03-201% 4,20.000

No amount by way of loan interest wis paid till ‘due date’ of
filing the return of income prescribed under section 139(1). The
loan interest is not debited o profit and loss account and also nol
included in the cost of construction of the factory building.

(iv) The net profit of the firm for the year ended 31-03-2019 was
T 17,21,375 after deducting interest on capital and working
partner salary,

You are requested to compute the total income of the firm by giving

brief reasons for each of the item given above,

Mr. Bhist, a non-resident individual, earned an interest income of ¥ 12
lakhs on an investment made in a notified Infracture Debt Fund set up
in India eligible for exemption under section 10(47) during the
financial year 2018-19. Further, he incurred an expenditure of ¥ 15,000
for earning such interest income, Examine the Tax implications in the
hands of both Fund and Mr. Bhist and justify your conclusions with
relevant provisions of Income-tax Act, 1961 in two situations, when

(i) Mr. Bhist is residing in Notified Jurisdictional Area; and

(ii) Mr. Bhist is stationed outside India, in a place other than NJA,
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Will there be any change in tax liability of Mr. Bhist, if the income
received is fee for technical services from an Indian Company in lieu

of interest income from Infrastructure Debt Fund ?

(@) GVB Charitable Trust engaged in the activities of running a charitable 8
hospital and medical college since 8 years, has been merged with a
Corporate hospital on 31% March, 2019. The said Corporate Hospital is
not eligible for registration under section 12AA of the Act. The
position of assets and liabilities of the Charitable trust as on the date of

merger are furnished as under :

A : Properties and Assets : ¢
(a) Shares and securities held by Trust acquired out of
agricultural income exempt w/s 10(1) of the Act : 25 lakhs
(b) Book value of Quoted shares and securities : 35 lakhs

Market value (Average of lowest and highest price

of such shares as on date of merger quoted on

recognised stock exchange : 40 lakhs
(c) Book value of Land and Buildings held by Trust : 60 lakhs

Value of Immovable Properties (Land & Buildings)

as per valuation report from Registered Valuer : 40 lakhs

Stamp Duty value : : 38 lakhs

The Trust was created on O1* January, 2013 and
obtained registration under section 12 AA on 31%
March, 2013.)

Practical Training on

GST, Income Tax & TDS Returns Filing by CA's
Capital Trainers, Hyderabad | 9848179899




(8)
GMS2

(d) The Trust holds 40% of equity shares in an unlisted
company and the financial positon of said unlisted ’

company as on date of merger is as under :

Book value of assets (other than immovable 25 lakhs
property)
Fair Market value of Immovable Property 45 lakhs
Reserves and Surplus I5 lakhs
Provision for taxation 5 lakhs
Total amount of Paid-up Equity Share Capital : 25 lakhs
B : Liabilities :

(a) Liability in respect of shares and securities 8 lakhs
(unlisted)

(b) Bank Liability in respect of quoted shares and 15 lakhs
securities

(¢) Advance Tax paid 12 lakhs

Compare the tax liability, if any, of Charitable Trust, arising out of
above merger, giving explanation for treatment of each item in the
context of relevant provisions contained in the Act. Assume that the
trust has no tax liability in respect of other activities undertaken during

previous year 2018-19.
Practical Training on
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(b) Miss Sapna, a resident of India and a salaried employee employed with

6
4 private co., aged 30 years, received the following sums during the

previous year 2018-19.

Basic Salary ¥ 45,000 p.m.,

DA 10% of basic salary

Transport Allowance < 8,000 p.m.

Medical Allowance < 3,500 p.m.

She contributed ¥ 25,000 to approved Pension Fund of LIC. She also
paid ¥ 1,75,000 by account payee cheque for Medi-claim premium to
insure the health of her father, aged 65 years, who is not dependent on

her as a lumpsum payment for 5 years including the current previous
year.

Apart from this, she also provided guest lecture to a foreign university
during the year. She received ¥ 7,92,000 from such university after
deduction of tax of ¥ 1,08,000 in the country in which such university
is located. India does not have any double taxation avoidance
agreement under section 90 of the Income-tax Act, 1961, with that

country. Compute the tax liability of Ms. Sapna for the AY 2019-20.

4. (a) (i) Nath Ltd.,, an Indian company, pays T 8,40,000 to its Chief 8
Financial Officer Mr. Raman as gross salary including taxable
allowances and bonus. Besides that, it also provides Non-
monetary perquisites which cost the company T 1,50,000.
Discuss the TDS implication in the hands of Nath Ltd. as well as
in the hands of Raman as regards non-monetary perquisite.
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(i) KLS Lid. gives a multilevel parking building in front of a
shopping mall in Delhi to PQR Ltd. on a lease of 90 years. PQR
Ltd. is liable to pay T 3 crores as one time lease premium in
addition to an annual lease rent of T 26 lakhs. What will be the
TDS/TCS liability in the hands of KLS Ltd. as well as in the
hand of PQR Ltd. ? What will be your answer if PQR Ltd, does
not have PAN ?

(iii) Ranu Ltd., engaged in manufacturing of paper, pays T 4,00,000
to the head of labour union to be distributed to various workmen
as per the work done by them. The AO wants the assessee 1o
deduct tax on such payment under section 194C. Is the action of

AO tenable in law ?

(b) DIY Ltd. a company registered in India and subsidiary of CD Inc.,a 6

company registered in Austria. DI'Y Ltd. engaged in the manufacturing
of fabric. To armrive at the arm's length price applicable to its
transactions with CD Inc., DIY Lid. enters into an advance pricing
agreement with the Board on 25" November 2018, Accordingly, there
will be a substantial change in the income of DIY Ltd. Also, DIY Ltd.
wishes to apply for roll back provisions to PY 2014-15, 2015-16,
2016-17 and 2017-18. The AO wants to apply such transfer pricing
provisions from the year in which DIY Lid. became the subsidiary of
CD Inc. i.e., AY 2012-13 onwards.
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DIY Liwd had filed its retumn of income for the AY 201819 on 26™

August 2018 and for AY 201920, on 31 August, 2019. The
issessments | he AYs, 2015-16 10 2018-19 are completed but the
assessment of AY 2019-20 s pending on the date of entering into
APA

You are required to answer the following questions

Whether the AO is correct to apply the transfer pricing provisions

from AY 201213 onwards ?

In respect of AY 2016-17, the transfer price arnived at by the
Board is resulting in reduction in income of the assessee. Discuss
whether the roll back provisions can be applied for that

assessment vear as well

iii) What will happen to completed as well as pending assessments 7
(a)  Answer any two out of the following three Ixd
=8

(i)  An Assesse, who is aggneved by all or any of the following

orders, is desirous 10 know the remedial recourse and the time

limit against each order under the Income-tax Act, 1961 7

(1) Passed under section 153A (except an order passed in
pursuance of the direction of the Dispute Resolution Panel)

by the Assessing Officer

2)  Passed under section 263 by the Commissioner of Income
Practical Training on
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(3) Passed under section 272A by the Principal Commissioner,
(4) Passed under section 254 by the ITAT

(ii) ABC Lud,, a developer, is engaged in the business of developing
of Special Economic Zones, notified on or after 1 April 2005
under the SEZ Act, 2005, It was established in the previous yenr
2013-14. It had exercised its option for claiming deduction under
section 80-IAB from the Assessment Year 2016-17. It received

the following incomes during the previous year 2018-19 :
Income from the maintenance of SEZ T 50,40,000

Income from lease rent from letting out of buildings along

with other amenities in SEZ T 14,25,000

Interest received from bank deposits (from the refundable

security deposits received from lessees) ¥9,50,000

(1) Calculate the amount of deduction available to ABC Lid.
for the AY 2019-20.

(2) On 1* April, 2019, it transferred the operation  and
maintenance of the SEZ to another company, DEF L,
Now, DEF Ltd. wants to claim deduction under section
80-IAB in respect of the income derived from such
maintenance of SEZ as was available for ABC L,

Comment whether the contention of DEF [td i id o
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{ il " ‘
() Ramn Comenta Lid IR company engaged in the manufac turing

ol comant. The company Insued 20 lakh equity shares of T 100
anch 1o the general public. The shares were issued at a premium
OF ¥ 150 per share. The asscusee claimed deduction under section

W50

rospect of preliminary expenses ot 5% of capital
employed and added the amount of share prémium (o the capital

emplayed o arrive at 5% as eligible amount of deduction under

wection 350D, The Assessing Officer, however, disallowed the
i expenditure on the basls that capital employed does not
Include the share premium amount, Is the action of the Assessing

Officer tenable in law 7

(b)  ABC L, a software giant in India, set up a 100% subsidiary company 6
by name SHD Ine, in Switzerland on 01" April, 2018, The subsidiary
compuny SHD In¢, is mainly engaged in the software services,
hardware services and data backup services in three different countries
viz., Switzerland, Sweden and India. The following information is

furnished by SHD Inc., for FY 2018-19

Particulars ’ In Switzerland | In Sweden | In India |

Value of Assets ns per books of 24 12 24

account (T in crores)

Number nrl'—'.mplny.ci:ﬁ working 30 | 10 28
(in thousands)

Iul'-n-y F-lnii.t:x;c_n;ﬁlum_f! -in crores) 4 T 2.6 54
i ;l'l:lwl-u-[[émgf-ltc :'_ncumc earned ¥ 80 crores
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Other Information :
1 Break up of total income :

- ¥ 28 crores derived from the transactions where purchases
are made from associated enterprises and sold to non-

associnted enterprises;

~ ¥ 24 crores derived from the transactions where both
purchases and sales are made from/to associated

enterprises;

-~ ¥ 16 crores derived from the transactions where purchases
are made from non-associated enterprises and sold to

associated e n(rr‘pr‘isc:: :

T 8 crores by way of income from capital gains on trading

of shares;

~ ¥ 4 crores by way of interest from non-associated

ENierprises;

II. During FY 2018-19, rotal 5 board meetings were held., 2 in India,

| in Sweden and 2 in Switzerland.

Based on the above information, determine the residential
status of SHD Inc., applying the provisions of POEM for the
AY 2019-20.
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MNO Lud. in Mumbai is a wholly owned subsidiary of a holding
company located in Low Tax Jurisdicion (LTJ). MNO Lid. has
accumulated profit of ¥ 1,500 lakhs. It deposited T 1,000 lakhs in fixed
deposit with a branch of foreign bank located in India. Based on the
security of the deposit, the holding company located in LT availed
hank loan of T 800 lakhs. Is this an impermissible arrangement lacking
commercial substance 7 Support your answer with applicable legal

provisions

There is a tax arrear of ¥ 52 lakhs payable by Super Six Traders (P)
Ltd. relating to various assessment years. The court appointed a
liquidator on 30-06-2018. The liquidator failed to notify s
appointment to the Assessing Officer and also omitted to take note of
the tax arrears. He sold some of the assets of the company and settled
the suppliers’ dues. What would be the legal consequence of the

actions of the liquidator

(i) Explain briefly Jurisdictional double taxation and Economic
double taxation. How does the tax law provide for remedial
measures 7

(ii) Do you agree that the tax treaties are to be interpreted liberally 7

9

If so, why
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